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§ 31.3402(t)–2 Government entities re-
quired to withhold under section 
3402(t). 

(a) In general. The requirement to 
withhold under section 3402(t) and 
§ 31.3402(t)–1(a) applies to the Govern-
ment of the United States (see para-
graph (b) of this section) and every 
State (see paragraph (c) of this sec-
tion), as well as instrumentalities of 
the foregoing. The requirement also ap-
plies to political subdivisions of every 
State (see paragraph (d) of this section) 
and their instrumentalities, unless the 
small entity exception of § 31.3402(t)– 
4(g) applies. 

(b) Government of the United States. 
The Government of the United States 
includes the legislative branch, the ju-
dicial branch, and the executive 
branch, and all components of the 
United States Government. Thus, de-
partments and agencies are included 
within the definition of United States 
Government. 

(c) State. The term State includes the 
District of Columbia. However, an In-
dian Tribal government is not consid-
ered a State for purposes of section 
3402(t) and § 31.3402(t)–1(a). See section 
7871(a). 

(d) Political subdivision. The term po-
litical subdivision for purposes of section 
3402(t) and § 31.3402(t)–1(a) is defined as 
a political subdivision within the 
meaning of § 1.103–1(b) of this chapter, 
except that a subdivision of an Indian 
Tribal government is not considered a 
political subdivision. See section 
7871(a) and (d). 

(e) [Reserved] 
(f) Possessions of the United States. For 

purposes of section 3402(t) and 
§ 31.3402(t)–1(a), the government of a 
possession or territory of the United 
States is not treated as a government 
entity subject to the withholding re-
quirements of section 3402(t)(1). 

(g) Passthrough entities. See 
§ 31.3402(t)–5(c) for the treatment of 
payments from certain passthrough en-
tities as subject to the withholding re-
quirements of § 31.3402(t)–1. 

(h) Small entity exception. See 
§ 31.3402(t)–4(g) for the exception from 
the withholding requirements of 
§ 31.3402(t)–1 for political subdivisions 
and instrumentalities thereof making 

less than $100,000,000 of payments for 
property or services annually. 

(i) Effective/applicability date. This 
section applies to amounts paid on or 
after January 1, 2013. 

[T.D. 9524, 76 FR 26594, May 9, 2011] 

§ 31.3402(t)–3 Payments subject to 
withholding. 

(a) In general. A payment is subject 
to withholding for purposes of 
§§ 31.3402(t)–1 through 31.3402(t)–7 when 
paid by a government entity to any 
person, as defined in § 301.7701–6(a) of 
this chapter, for property or services. 
If, however, the government entity 
uses a payment administrator to pay a 
person for property or services, pay-
ment occurs when the payment admin-
istrator pays such person. The govern-
ment entity subject to the withholding 
requirements of § 31.3402(t)–1 is liable 
for the withholding required and re-
sponsible for all related reporting re-
gardless of whether the government en-
tity or its payment administrator 
makes the payment for property or 
services. For this purpose, if a govern-
ment entity makes an advance pay-
ment, interim payment, financing pay-
ment, or similar payment, the amount 
is treated as paid by the government 
entity at the time the funds are dis-
bursed, regardless of whether the gov-
ernment entity has received or accept-
ed the property or services at that 
time. 

(b) Payment threshold of $10,000—(1) In 
general. The term payment threshold 
means an amount equal to $10,000. The 
withholding requirements of 
§ 31.3402(t)–1 will not apply to any pay-
ment that is less than the payment 
threshold. Whether a payment is equal 
to or in excess of the payment thresh-
old is determined when the payment is 
made. Thus, the payment threshold ap-
plies to the actual payment even if the 
amount of the actual payment is incor-
rect (except to the extent the anti- 
abuse rule in paragraph (b)(3) of this 
section applies). A later determination 
that the amount of the payment was in 
error does not affect the application of 
the payment threshold (except to the 
extent the anti-abuse rule in paragraph 
(b)(3) of this section applies), so that 
the payment threshold applies to the 
erroneous payment when made, and 
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